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RESOLUTION RELATING TO DISPOSAL OF COCONUT OIL, 
FROM THE NATIONAL STOCKPILE 


Juty 20, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Duruam., from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H.J. Res 441] 


The Committee on Armed Services, to whom was referred the joint 
resolution (H.J. Res. 441) relating to the disposition of coconut oil 
from the national stockpile under the Strategic and Critical Materials 
Stock Piling Act, having considered the same, report favorably thereon 
without amendment and recommend that the joint resolution do pass. 


PURPOSE OF THE JOINT RESOLUTION 


The purpose of the joint resolution is to permit General Services 
Administration to begin immediately to carry out the disposal of 
approximately 265 million pounds of coconut oil from the national 
stockpile in accordance with the plan which is contained in the notice 
of the proposed disposition published by GSA in the Federal Register 
on June 23, 1959 (24 F.R. 5127). 


FEDERAL REGISTER NOTICE 
GENERAL SERVICES ADMINISTRATION 
COCONUT OIL HELD IN NATIONAL STOCKPILE 
PROPOSED DISPOSITION 
Pursuant to the provisions of section 3(e) of the Strategie 
and Critical Materials Stock Piling Act (53 Stat. 811, as 
amended, 50 U.S.C. 98b(e)), notice is hereby given of a pro- 


posed disposition of approximately 265,000,000 pounds of 
coconut oil now held in the national stockpile. 
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2 DISPOSAL OF COCONUT OIL FROM NATIONAL STOCKPILE 


The Office of Civil and Defense Mobilization has made a 
revised determination, pursuant to section 2(a) of the Stra- 
tegic and Critical Materials Stock Piling Act, that, because 
of obsolescence of coconut oil for use in time of war, there is 
no longer any need for stockpiling coconut oil. 

General Services Administration proposes to offer said 
coconut oil for sale, on a competitive basis, once every six 
weeks. The specific quantity to be offered for sale at each 
such time will not be less than 10,000,000 pounds nor more 
than 14,000,000 pounds. 

This plan of disposition has been fixed with due regard to 
the protection of producers, processors, and consumers 
against avoidable disruption of their usual markets as well 
as the protection of the United States against avoidable loss 
on disposal. 

It is proposed to make the coconut oil covered by this 
notice available for sale beginning six months after date of 
publication of this notice in the Federal Register. 

Dated June 19, 1959. 

FRANKLIN FLOETE, 
Administrator of General Services. 


NEED FOR LEGISLATION 


As indicated in the notice in the Federal Register, which is set out 
above, it was originally proposed to dispose of the coconut oil by sale 
beginning 6 months after the date of publication of the notice. This 
is in accordance with existing law on the subject. This would mean 
that the disposal of the coconut oil could not be commenced until 
after December 22, 1959. 


Basic considerations 

The U.S. supply of coconut oil comes almost entirely from the 
Philippine Islands, which account for 99 percent of the total U.S. 
imports. The shortage of rainfall in 1957 resulted in a sharp drop in 
coconut production. This drought condition continued through 1958 
and, according to the Foreign Agricultural Service of the Department 
of Agriculture, the 1959 production will not be materially larger. As 
a result, commercial stocks of coconut oil, which are normally between 
80 million and 90 million pounds dropped to 63,600,000 pounds by 
January 1959, and to an estimated 47 million pounds by March 1959. 


Removal of 6 months limitation 

The Department of Commerce convened an Industry Task Group 
to advise the Government with respect to the disposal of coconut oil. 
At its meeting on May 27, 1959, the members of this Industry Task 
Group recommended unanimously that special legislation be re- 
quested to eliminate the presently required 6 months waiting period 
in order to alleviate the coconut oil shortage which is expected to 
continue through the remainder of calendar year 1959. 


ADVANTAGE OF DISPOSAL 


; The committee was informed that the General Services Administra- 
tion believes that advantage should be taken of the present favorable 
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opportunity to dispose of coconut oil. In the opinion of that agency 
such action would be of assistance to U.S. commerce, would not 
adversely affect Philippine producers, and would provide a better 
return to the Government than might be expected were disposals 
effected at a later time. 

FISCAL DATA 


Enactment into law of this measure will not involve the expenditure 
of any Federal funds. 
DEPARTMENTAL DATA 


This measure is a part of the 1959 legislative program of the General 
Services Administration as is indicated from the letter dated June 23, 
1959, from the Honorable Franklin Floete, which letter is set out 
below and made a part of this report. Also set out below is a previous 
letter from Mr. Floete indicating that a revised determination by the 
Office of Civil and Defense Mobilization was made by reason of 
obsolescence of coconut oil for use in time of war. It will be noted 
from that letter that the findings in this respect are based upon the 
fact that new and better materials have been developed for the uses 
for which coconut oil was stockpiled. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D.C., June 23, 1959. 
Hon. Sam Raypurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: There is forwarded herewith a draft of a joint 
resolution relating to the disposition of coconut oil from the national 
stockpile under the Strategic and Critical Materials Stock Piling Act. 

This proposed legislation is a part of the 1959 legislative program o! 
General Services Administration. ‘The Bureau of the Budget advises 
that there is no objection to its submission, and GSA recommends 
that it be enacted by the Congress. 

The purpose of the joint resolution is to permit GSA to begin im- 
mediately to carry out the disposal of approximately 265 million 
pounds of coconut oil from the national stockpile in accordance with 
the plan which is contained in the notice of the proposed disposition 
published by GSA in the Federal Register on June 23, 1959 (24 F.R. 
5127). A copy of the notice is enclosed. This notice was also for- 
warded to the Congress and to the chairman of the Armed Services 
Committee of each House by letters dated June 19, 1959. 

In connection with the disposition of materials which are no longer 
needed in the national stockpile, section 3(e) of the Strategic and 
Critical Materials Stock Piling Act provides that no disposition shall 
be made until 6 months after notice of the proposed disposition has 
been published in the Federal Register and transmitted to the Con- 

ress and to the Armed Services Committee of each House thereof. 
Cadee existing law, therefore, the proposed disposal of such coconut 
oil may not be commenced until after December 22, 1959. 

The U.S. supply of coconut oil comes almost entirely from the 
Philippine Islands, which account for 99 percent of the total U.S. 
imports. The shortage of rainfall in 1957 resulted in a sharp drop 
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in coconut production. This drought condition continued through 
1958 and, according to the Foreign Agricultural Service of the Depart- 
ment of Agriculture, the 1959 production will not be materially larger. 
As a result, commercial stocks of coconut oil, which are normally be- 
tween 80 million and 90 million pounds dropped to 63,600,000 pounds 
by January 1959, and to an estimated 47 million pounds by March 
1959. 

At our request, the Department of Commerce convened an Industry 
Task Group to advise the Government with respect to the disposal of 
coconut oil. At its meeting on May 27, 1959, the members of this 
Industry Task Group recommended unanimously that special legisla- 
tion be requested to eliminate the presently required 6 months waiting 
period in order to alleviate the coconut oil shortage which is expected 
to continue through the remainder of calendar year 1959. 

GSA believes that advantage should be taken of the present favor- 
able opportunity to dispose of coconut oil. In our opinion, such action 
would be of assistance to U.S. consumers, would not adversely affect 
Philippine producers, and would at the same time provide a better 
return to the Government than might be expected during a later 
period. 

Sincerely yours, 
FRANKLIN FLorte, Administrator. 


GENERAL Services ADMINISTRATION, 
Washington, D.C., June 19, 1959. 
Hon. Sam Raypurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: Pursuant to the provisions of section 3(e) of 
the Stategic and ee Materials Stock Piling Act (53 Stat. 811, 
as amended, 50 U.S.C. 98b(e)), there is enclosed a notice of a proposed 
disposition of cneilaae 265 million pounds of coconut oil now 
held in the national stockpile. This notice is to be published in the 
Federal Register and is also being forwarded to the House Armed 
Services Committee. 

The Office of Civil and Defense Mobilization has made a revised 
determination, pursuant to section 2(a) of the Strategic and Critical 
Materials Stock Piling Act, that there is no longer any need for stock- 
piling coconut oil and has requested General Services Administration 
to take action to dispose of the stockpile inventory described above. 
The revised determination was by reason of obsolescence of coconut 
oil for use in time of war. It was based upon the finding of the Office 
of Civil and Defense Mobilization that new and better materials 
have been developed for the uses for which coconut oil was stockpiled. 

Sincerely yours, 
FRANKLIN FiLogts, Administrator. 


O 
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RETIREMENT OF U.S. COMMISSIONERS 


Juty 20, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Atrorp, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


[To accompany H.R. 163] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H.R. 163) to amend the Civil Service Retirement 
Act with respect to the crediting of service of U.S. commissioners for 
purposes of such act, having considered the same, report favorably 
thereon with an amendment and recommend that the bill, as amended, 
do pass. 

AMENDMENT 


The amendment is as follows: 
Strike out all after the enacting clause and insert in lieu thereof the 
following: 


That section 3(i) of the Civil Service Retirement Act (5 U.S.C. 2253(i)) is 
amended— 

(1) by striking out in the first sentence thereof ‘‘on the basis of one three- 
hundred-and-thirteenth of a vear for each day on which such United States 
Commissioner renders service in such capacity” and inserting in lieu thereof 
on the basis of one three-hundred-and-thirteenth of a year for each day prior 
to July 1, 1945, and one two-hundred-and-sixtieth of a vear for each day after 
June 30, 1945, on which such United States Commissioner renders service in 
such capacity’’, and 

(2) by striking out in the second sentence thereof ‘‘for more than three 
hundred and thirteen days in any one year’ and inserting in lieu thereof 
“for more than three hundred and thirteen days in any one year prior to 
Julv 1, 1945, or for more than two hundred and sixty days in any one year 
after June 30, 1945’’. 

Src. 2. Notwithstanding any other provision of law, benefits payable by reason 
of the amendments made by the first section of this Act shall be paid from the 
civil service retirement and disability fund. 


34006 











2 RETIREMENT OF U.S. COMMISSIONERS 


PURPOSE OF THE AMENDMENT 


The purpose of the first section of the committee amendment, as 
contained in the reported bill, is to carry out the recommendation of 
the U.S. Civil Service Commission to the effect that the crediting of 
ach day of service rendered by a U.S. commissioner who has qualified 
for Civil Service Retirement Act benefits be placed on a basis identical 
to that which applies with respect to the crediting, for purposes of 
such act, of each day of service rendered by each “Federal officer or 
employee (other then a U.S. commissioner) who is compensated on 
a fee basis. All U.S. commissioners are sdiieaiiabed on a fee basis. 

The purpose of section 2 of the committee amendment is to insure 
that the minor cost of the benefits provided by this legislation shall 
be payable from the civil service retirement and disability fund with- 
out specific appropriations for the payment of such benefits. 

The purpose and effect of the first section of the committee amend- 
ment are set forth more fully in the statement which follows 


STATEMENT 
PURPOSE 


The purpose of the reported bill is to equalize requirements for the 
crediting of service performed by U.S. commissioners, who are 
compensated on a fee basis, with existing requirements for the credit- 
ing of service performed by other Federal employees who are com- 
pensated on a fee basis. 

EXPLANATION 


The Civil Service Retirement Act (70 Stat. 743; 5 U.S.C. 2251) 
extends retirement coverage to those U.S. commissioners whose fees 
total at least $3,000 in each of 3 consecutive years. The act also 
stipulates that each day of service by such a commissioner shall be 
treated as one three-hundred-and-thirteenth of a year for purposes 
of retirement credit. 

H.R. 163 as introduced provides for treating each day on which 
service is rendered by a U.S. commissioner as one two-hundred-and- 
thirty-eighth of a year for purposes of retirement credit. The Civil 
Service Commission report on the bill points out that such a formula 
would be much more favorable, for U.S. commissioners, than is the 
existing formula for all other employees who are compensated on a 
fee basis. The Civil Service Commission, therefore, recommended 
against approval of H.R. 163 as introduced but stated that there would 
be no objection to the bill if it were amended so as to apply, for U.S. 
commissioners, the formula for crediting of service which is provided 
by existing law for other employees who are com pensated on a fee 
basis. The report of the Bureau of the Budget concurs in this view. 

Each day of service rendered on or after July 1, 1945, by Federal 
employees (other than U.S. commissioners) who are compensated on 
a fee basis is credited for retirement purposes as one two-hundred-and- 
sixtieth of a year. Each day of service rendered before July 1, 1945, 
by such employee (other than U.S. commissioners) is credited as one 
three-hundred-and-thirteenth of a year for retirement purposes. The 
Civil Service Commission recommended that H.R. 163 be amended 
so as to apply this same formula for the crediting of service by U.S. 
commissioners. 


RETIREMENT OF U.S. COMMISSIONERS 3 


The committee unanimously approved the bill with the amend- 

ment proposed by the Civil Service Commission, and the amendment 
is contained in the reported bill. The author of H.R. 163, a repre- 
sentative of the Civil Service Commission, and a U.S. commissioner 
each testified at a public hearing in favor of the bill with this emend- 
ment. The committee knows of no objection to the bill as so 
amended. 

COST 


The Administrative Office of the U.S. Courts reports that only 27 
U.S. commissioners have qualified for civil service retirement coverage. 
Therefore, the legislation will have no material financial effect on the 
retirement fund. 

The reports of the Civil Service Commission and the bureau of the 
Budget follow: 


U.S. Civit Service Commission, 
Wi ‘ashington, D.C., April 20, 19&9 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Old House Office Building. 

Dear Mr. Murray: This refers further to your letter of January 
26, 1959, requesting Commission report on H.R. 163, a bill to amend 
the Civil Service Retirement Act with respect to the crediting of 
service of U.S. commissioners for purposes of such act. 

U.S. commissioners, who primarily are committing magistrates, 
are appointed by the U.S. district courts for 4-year terms upon the 
basis of public need. They perform miscellaneous services, connected 
mostly with institution of criminal prosecutions, including the taking 
of complaints regarding commission of offenses aad the administration 
of oaths thereon, issuance of warrants of arrest and search, conduct 
of preliminary examinations of defendants, and the taking of bail. 

Commissioners are and have always been compensated by fees 
set by law, for acts performed. They have no fixed hours of work or 
scheduled tour of duty. Some fee acts may be completed in a day or 
less; others may involve the performance of commissioner services 
on 2 or more days in order to earn the fee for a completed act. 

Until special provision was made for them in the Civil Service 
Retirement Act approved July 31, 1956 (title IV, Publie Law 854, 
84th Congress), U.S. commissioners were not eligible for Retirement 
Act coverage. Neither could their employment be credited under 
the act as service, it being well established in the administration of 
the retirement law that employment on a fee ial does not meet the 
usual definition of salary as the essential elements of time and a 
fixed payment for a definite period are lacking; in other words, service 

can generally be considered to have been performed only where the 
individual is em] slovyed and paid by the hour, day, month, or year. 

The provisions now in the Retirement Act applicable to U.S. com- 
missioners we re oF iginally proposed in 8. 2875, 84th Congress. House 
Report No. 2854, dated July 21, 1956, on S. 2875, summarized the 
situation in respect to the proposed provisions as follows: 

“U.S. Commissioners will be eligible for civil service retirement 
benefits under certain conditions spelling out minimum annual earn- 
ings and periods of service. Heretofore U.S. commissioners have been 
excluded from civil service retirement coverage because their com- 
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pensation, under present law, does not come within the purview of the 
present civil-service retirement law. The language in the reported 
bill has been worked out in cooperation with the Civil Service Com- 
mission and the General Accounting [Office] to remove this objection, 
and has the approval of those agencies. The U.S. commissioners are 
in every sense employees of the ‘Federal Government, and those who 
meet the conditions in the reported bill should receive the benefits of 
the civil service retirement system.”’ 
With minor technical change the cited language in S. 2875 was ulti- 
mately incorporated in H.R. 7619, the bill which became Public Law 
854 embodying the Retirement Act of 1956. The essentials of the 
provisions for U.S. commissioners thus agreed upon by the Commission 
and the General Accounting Office, and enacted by the Congress, are 
as follows: 
COVERAGE 


Any U.S. commissioner with annual compensation (fees earned) 
totaling $3,000 or more in any 3 consecutive calendar year periods 
starting with the calendar year 1953, automatically becomes subject 
to the Retirement Act. 

SERVICE CREDIT 


Upon acquisition of coverage, each U.S. commissioner is authorized 
to be credited with all past and future commissioner employment. 
Such employment is required to be considered as on a daily basis when 
actually employed, with credit allowable at the rate of 1 year of serv- 
ice for each 313 days actually employed, but not to exceed calendar 
time for any given period. 

Accredited service as U.S. commissioner is accordingly computed 
as follows: One three-hundred-and-thirteenth of a 313-day year is 
allowable for each day a covered commissioner has performed one or 
more of the services required, including (1) all days for which a fee 
was earned, and (2) all other days on which any required commissioner 
service was actually performed. 

H.R. 163 proposes to sharply increase the amount of service allow- 
able for U.S. commissioner employment. The employment would 
still be considered as on a daily basis when actually employed, but the 
bill would allow each commissioner covered by the Retirement Act 
on or after its enactment date credit for all prior and future commis- 
sioner employment at the rate of 1 year’s service for each 238 days 
actually employed, not to exceed calendar time for any period. 

The Commission does not concur in this proposal. The formula 
sought to be changed was established less than 3 vears ago, at which 
time it was recommended to and adopted by the Congress only after 
thorough consideration. There is thus a definite question whether 
liberalization of any degree is warranted in a provision so recently 
enacted as to be relatively untried. However, the Commission ob- 
jects to this proposal for other and more basic reasons: Enactment of 
this bill would result in unfair discrimination and create bad precedent 
which could lead to an unrealistic formula for crediting when-actually- 
employed service generally. 

Treating U.S. commissioner fee-basis employment as when-actually- 
employed service is, of course, a statutory fiction which was adopted 
as the most convenient and appropriate formula for converting fee 
acts performed to periods of service performed. As part of this same 


a 


—-_- — we Cad 
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fiction, the statute goes further and specifies how many days actually 
worked (313) will constitute 1 year’s commissioner service. 

As regards when-actually-employed service generally, however, there 
has never been a Retirement Act specification as to how many days 
worked would constitute a year of service. A firm rule has been 
developed through the years, but it grew out of administrative de- 
terminations of agencies charged with administration of the Retirement 
Act and from pertinent decisions of the Comptroller General or other 
similar authorities. 

The consistent Retirement Act rule for crediting service on a when- 
actually-employed basis (without regular tour of duty) is that only 
actual days worked may be credited and the amount of service allow- 
able is computed by considering the number of days worked in relation 
to the established work year. Before July 1, 1945, the governmentwide 
administrative work year was 313 days. Since June 30, 1945, the 
established work year in most agencies has been 260 days. Accord- 
ingly, for when- actually-employed service in general, Retirement Act 
credit is allowable at the rate of 1 year of service for each 313 ca 
worked if the service was performed prior to July 1, 1945, or 1 year’s 
service for each 260 days worked if the service was after June 30, 1945. 

Thus it is plain that enactment of this bill, constituting 238 days as 
1 year of service for all past and future employment of U.S. commis- 
sioners covered by the Retirement Act, would discriminate in greater 
or lesser degree against all other persons under the retirement system 
with true whem-antialiy-csinsten dapvies creditable only on a 313-day 
or 260-day basis. Such widespread discrimination would hardly go 
unnoticed. Inevitably pressure would grow for legislation to extend 
the 238-day credit formula to other particular types of when-actually- 
employed service or to such service generally. 

The end result of such a trend would be an unrealistic formula for 
crediting when-actually-employed service under the Retirement Act. 
The rationale underlying the 238-day figure, as we understand it, is 
that is would relate days worked under employment on a when- 
actually-employed basis to the days actually worked by full-time 
employees in a 260-day year, making allowance for 7 paid legal holidays 
and 15 days of paid annual vacation and sick leave. 

We do not agree with this reasoning. Persons hired on a when- 
actually-employed basis with no regular tour of duty are not entitled 
to be paid for holidays or any other days on which they do not actually 
work, and they are never subject to the annual and sick leave laws. 
Their employment situation simply cannot logically be equated with 
that of regular full-time employees. This is particularly true of the 
fee basis commissioners who are only fictionally regarded as serving 
on a when-actually-employed basis. In any event, this Commission 
can conceive of no valid or constructive purposes which would be 
served by relating credit for when-actually-employed service to any 
lesser number of days than the number contemplated as the estab- 
lished work year at the time their service is performed. 

As indicated previously herein, the Commission was instrumental 
in 1956 in fixing 313 days as the basis for ¢ rediting the ‘‘when-actually- 
employed” service of U.S. commissioners. While there have been 
no intervening developments which in the judgment of the present 
Commission would warrant any different specification, we would not 
object if Congress should decide to amend the service credit provision 
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to place U.S. commissioner employment under the 313-day, 260-day 
rule applicable to when-actually-employed service generally. This 
could be accomplished by amending H.R. 163 to read as follows: 

“Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That section 3(i) of 
the Civil Service Retirement Act (5 U.S.C. 2253(i)) is amended— 

(1) by adding after ‘‘day”’ in the firt sentence thereof the words 
“prior to July 1, 1945, or one two-hundred-and-sixtieth of a year 
for each day after June 30, 1945’, and 

(2) by striking out the period at the end of the second sentence 
and adding the following: “before July 1, 1945, or for more than 
two hundred and sixty days in any one year after June 30, 1945.” 

To recapitulate: The Commission recommends that adverse action 
be taken on H.R. 163 as it is presently worded. If amended as indi- 
cated, the Commission would not object to its enactment into law. 

The Bureau of the Budget advises there would be no objection to 
the submission of this report to your committee. 

By direction of the Commission: 

Sincerely yours, 

Rocer W. Jones, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT 
BurEAU OF THE BupGsET, 
Washington, D.C., April 16, 1959. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
“louse of Representatives, Washington, D.C. 

My Dear Mr. Cuarrman: Reference is made to your recent re- 
quest for the views of the |}ureau of the Budget with respect to H.R. 
163, to amend the Civil Service Retirement Act with respect to the 
‘rediting of service of U.S. commissioners for purposes of such act. 

The purpose of H.R. 163 is to change the service-credit formula, 
newly established under the 1956 Civil Service Retirement Act 
Amendments, under which U.S. commissioners were granted credit- 
able service under that act at the rate of one three hundred and thir- 
teenth of a year for each day on which service is rendered. H.R. 163 
would substantially liberalize the formula by granting one two hundred 
and thirty-eighth of a year for each day on which service is rendered. 

In a report which the Chairman of the Civil Service Commission 
is submitting to your committee on this bill, opposing enactment of 
the measure, he states that the proposed sharp increase in the amount 
of service allowable would result in unfair discrimination against 
others who render service on a when-actually-employed basis and 
could well be regarded as setting a precedent for crediting when- 
actually-employ ed service generally. 

The Chairman sets forth the reasoning for the present general rule 
for crediting when-actually-employed service under the Retirement 
Act. Under this rule the amount of allowable service is computed by 
relating the number of days worked to the established, Government- 
wide work year, which, prior to July 1, 1945, was 313 davs and since 
June 30, 1945, has been 260 days. The proposed reduction for U.S. 
‘ymmissioners would relate their service to only 238 days and would, 
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as noted by the Civil Service Commissioners, create widespread 
inequity. 

The Bureau of the Budget concurs in the views expressed by the 
Civil Service Commission and accordingly recommends against 
favorable consideration of the subject bill by your Committee. 

Sincerely yours, 
Puiturp S. HueHes, 
Assistant Director for Legislative Reference. 


CHANGES IN Existinec LAw 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 3(i) oF THE Crivit Service Retirement Act (5 U.S.C. 
2253(i)) 


CREDITABLE SERVICE 
Suc. 3. %) ° %* 


* * * * *” * * 


(i) In the case of each United States Commissioner who comes 
within the purview of this Act pursuant to section 2(g) of this Act, 
service rendered prior to, on, or after the effective date of the Civil 
Service Retirement Act Amendments of 1956 as United States Com- 
missioner shall be credited for the purposes of this Act on the basis 
of [one three-hundred-and-thirteenth] one two-hundred-and-thirty- 
eighth of a year for each day on which such United States Com- 
missioner renders service in such capacity and which is not credited 
for the purposes of this Act for service performed by him in any 
capacity other than United States Commissioner. Such credit shall 
not be granted for service rendered as United States Commissioner 
for more than [three hundred and thirteen] two hundred and thirty- 
eight days in any one year. O 
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LETTER OF TRANSMITTAL 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON MANPOWER UTILIZATION OF THE 
CoMMITTEE ON Post OFrFicEe AND Civit SERVICE, 
July 16, 1959. 
Hon. Sam RayBurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: By direction of the Committee on Post Office 
and Civil Service, I submit herewith the report of our Subcommittee 
on Manpower Utilization on the Military Assistance Institute of the 
Department of Defense. The report covers the establishment and 
operation by a contractor of a training course of military officer 
personnel assigned to Military Assistance and Advisory Group 
duties. The contractor, the American Institute for Research, 
composed of a group of psychologists without prior experience in 
military school operations, created a faculty of retired officers. 

Recommendations and suggestions in the report should result in 
the review of the practice of contracting out basic management, 
technical and service responsibilities, as well as the relationship 
thereto of dual compensation, dual employment, and conflict of 
interest statutes. The committee intends to follow up on these 
recommendations and suggestions. 

Sincerely yours, 
Tom Murray, Chairman. 
a 














LETTER OF SUBMITTAL 





Hovsse oF REPRESENTATIVES, 
SUBCOMMITTEE ON MANPOWER UTILIZATION OF THE 
CoMMITTEE ON Post OrricE AND Civin SERVICE, 
June 4, 1959. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D.C. 


Dear Mr. Cuairman: The Subcommittee on Manpower Utiliza- 
tion, in carrying out responsibilities assigned to it under House Reso- 
lution 78, is conducting a continuing study of the effects of current 
Government contracting practices on the utilization of Federal man- 
power and on the performance of management, administrative, train- 
ing, and other functions which generally constitute part of the basic 
duties of each Government department and agency in the performance 
of its mission. The subcommittee completed the first phase of this 
study by its inquiry, hearings, and report relating to the origin, ad- 
ministration, and results of the Department of the Air Force contracts 
with the Ramo-Wooldridge Corp. for research and development work 
in the guided missiles field. 

This report covers further subcommittee study extending the scope, 
and supplementing the results, of the Ramo-Wooldridge inquiry. The 
report relates to a single specific contract for the training of Federal 
personnel. The history of this contract, taken together with other 
information and evidence developed in the subcommittee study, is 
indicative of a policy trend in the field of Government contracting 
which may well lead to avoidance of primary responsibility imposed 
on Government departments and agencies. The growing habit of 
responsible Federal officials to fall back on the contracting device 
whenever faced with a difficult or unpleasant task is a radical depar- 
ture from fundamental principles relating to the performance of duties 
and responsibilities of the separate branches of our Government and 
creates an ideal climate for waste and extravagance which is distinctly 
adverse to the public interest. 

Nor, in the judgment of the subcommittee, is there justification— 
except in emergencies—for contracting out work that historically has 
been, and should be, done by Federal personnel and which such per- 
sonnel (including top management) actually is paid to do. This 
growing practice has become a matter of grave concern to thousands 
of capable and dedicated men and women in Government service. 
These people are keenly aware of the effect on their own jobs and their 
future in the Government. Such a condition is bound to have a 
damaging impact on employee morale, at a time when the Government 
certainly needs the most efficient and enthusiastic performance by 
every officer and employee. 
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VI LETTER OF SUBMITTAL 


The report, which is prepared with due recognition of the appro- 
priate legislative form for reports of the House Post Office and Civil 
Service Committee, is respectfully submitted with the unanimous 
recommendation of the subcommittee that it be approved by the 
committee and printed as a House report. 

Sincerely yours, 
James C. Davis, Chairman, 





Union Calendar No. 288 


861TH CONGRESS HOUSE OF REPRESENTATIVES REpPoRT 
1st Session No. 688 


CONTRACTING OUT GOVERNMENT RESPONSIBILITY FOR 


ADMINISTRATIVE, MANAGEMENT, AND OTHER 
SERVICES 


Juty 20, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Murray, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


INTRODUCTION 


The Committee on Post Office and Civil Service, pursuant to House 
Resolution 78, 86th Congress, is authorized, among other matters, to 
study and investigate the utilization of civilian manpower in the 
Federal Government. This authority includes the development of 
information relating to the desirability and effect of contracts for the 
performance of personal, administrative, and management services 
and the effect of such contracts on the availability and the utilization 
of Federal civilian personnel. 

This report sets forth the current results of the committee’s con- 
tinuing study of Government contracting policies and supplements 
information and evidence developed in this respect by the committee’s 
examination of Department of the Air Force contracts with the 
Ramo-Wooldridge Corp. for missile research and development.! The 
committee studies of the Ramo-Wooldridge operation disclosed short- 
comings warranting reexamination of administrative contracting 
policies with respect to the missile program. This report demonstrates 
similar weaknesses in respect to the contracting out of an essential 
part of the training mission of the military departments. 

Both this report and the Ramo-Wooldridge investigation have 
brought to light errors in administrative judgment which, in the 
opinion of the committee, represent policy decisions that will be 
adverse to the public interest if continued and applied in other 
Government contracting activities. In each case, an individual (or 
individuals) later identified with the contractor actually was employed 
or called in as a Government consultant and participated in the chain 
of events which led finally to the contracts. This is one of the most 
significant factors in each case and the area requiring closest admin- 
istrative and legislative scrutiny. 


1 “Preliminary Report on the Aspects of the Missile Program in the Departments of the Navy and the 


Air Force,” April 1959, Subcommittee on Manpower Utilization of the House Post Office and Civil Service 
Committee. 
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The committee’s concern is directed, also, to the unfavorable posi- 
tion in which the Government places itself when it contracts with 
private firms or individuals for the performance of work or services 
which constitute an integral part of the primary mission of any 
department or agency. Once the contract is completed, the con- 
tractor then has no further obligation and the Government does not 
have access to the one single source of best information for further 
operations and progress in the area covered by the contract. The 
Government is without the benefit of the know-how and experience 

ained in performing the contract work. That remains in the sole 
domain of the contractor and the contractor’s personnel. This can 
force the Government into the untenable position of contracting 
again and again with the same firm or individual, rather than to 
accept the alternatives of developing another source of the product 
or services or to undertake the delay and the expense of starting 
from scratch to develop its own ability to perform the work or serv- 
ices. This latter situation became quite evident as a result of the 
committee’s examination of the Ramo-Wooldridge contracts and the 
acknowledgment by the department concerned that it had no other 
source for the research and development work still required in the 
field of missiles and was unable to perform the work itself. 

This report consists of this introduction and the following: Part I: 
Recommendations; Part IJ: Summary; Part III: Background of 
the Military Assistance Institute; Part IV: Establishment of the 
School; and Part V: Operation of the School. 











Part I—RECOMMENDATIONS 


The following recommendations are based on results of the com- 
mittee’s continuing study of the effect of Government contracting 
practices on the utilization of Federal manpower: 


Recommendations to the Department of Defense 


(1) The Department should carefully reappraise its policies, and 
those of the military departments, which relate to contracting for 
management, administrative, or personal services and for the per- 
formance of functions which represent a primary part of the depart- 
mental mission or missions. The reappraisal should be directed to 
the establishment of a firm and clearly defined policy that such serv- 
ices and functions shall be performed by the department or depart- 
ments concerned, utilizing Government personnel and facilities, to 
the maximum practicable extent. The policy should provide that no 
department should advert to the device of a contract with a private 
individual or firm for such services or functions in the absence of a 
determination, made at the Assistant Secretary level or a higher level 
and supported by demonstrable facts, that the contract is in the 
public interest and that the services or functions cannot or should not 
be provided by the use of Government personnel and facilities. 

(2) Special emphasis should be placed upon the desirability of 
Government operation of its own te rograms, so far as is pos- 
sible, particularly when—as in the case of training of personnel for 
assignment to Military Assistance na Advisory Group duties— 
the duties involved and the necessary training in connection therewith 
constitute integral parts of a primary dep artmental mission. In this 
connection, attention is directed to the ‘sovereasemhwit policy laid 
down by the Congress for the training of Federal civilian employees 
in the Government Employees Training Act (Public Law 85-507). 

(3) The Department of Defense should operate its own training pro- 
gram for personnel to be assigned to Military Assistance and Advisory 
Group duties by using experienced active-duty military personnel, 
career civil service employees, and, if feasible, Government -owned 
space and facilities. Further, the Department should review the ratio 
of school staff to students and the possibility of closer coordination 
with schools of other Government departments providing training for 
overseas employees. 

Recommendation to the General Accounting Office 

The General Accounting Office, in carrying out its responsibilities 
under the Budget and Accounting Act of 1921, the Budget and Ac- 
counting Procedures ‘Act of 1951, and the Legislative Reorganization 
Act of 1946, should review, from time to time, on a sampling basis or 
otherwise, contracting policies and practices of Government depart- 
ments and agencids with particular emphasis on the relationship 
thereof to the dual compensation, dual employment, and conflict of 
interest statutes, and on the propriety and the desirability of contract- 
ing out basic management, administrative, and other responsibilities. 
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Recommendation to other House committees 


The House Committees on Appropriations and on Armed Services 
have been kept informed of the results of this committee’s investiga- 
tion of the Ramo-Wooldridge and other contracts for the performance 
of essential Government functions. 

House Report 408, accompanying the Department of Defense appro- 
priation bill, 1960, contains the following statements by the Appro- 
priations Committee: 


The committee is seriously concerned over problems which 
arise as a result of the acceptance by retired senior officers of 
employment in responsible executive positions with defense 
contractors. The problem has been discussed within the 
committee over a period of years. Hearings before the 
House Armed Services Committee in previous years have been 
consulted. The committee is advised that further hearings 
before the House Armed Services Committee are scheduled 
for the near future. As a prelude to further analysis of this 
problem, the Office of the Secretary of Defense is requested 
to supply the committee, prior to the 1961 appropriation 
hearings, with xu list of retired officers of or above the rank 
of colonel, or the equivalent, employed by persons or firms 
having contracts with the Department of Defense or any of 
its agencies. 

The Office of the Secretary should also be prepared to dis- 
cuss its lack of a Defense-wide policy in this matter, as well 
as its interpretation of the force and effect of section 281 of 
title 18, United States Code. 

* * * * * 


As a corollary to the examination of civilian employment, 
the committee took note of the increasing tendency to utilize 
contractors for the performance of largely personal service 
functions which have been, or should be, performed by Gov- 
ernment employees. The committee requests that no fur- 
ther contracts of this type be entered into without urgent 
military justification therefor being supplied the committee 
in advance. This restriction is, of course, applicable only to 
the type of contract wherein the contractor undertakes to 
supply principally personnel for the accomplishment of an 
administrative or managerial task, as opposed to individual 
contracts with consultants, technici ians, or specialists and as 
opposed to contracts for routine labor tasks for maintenance 
such as painting, plumbing, carpentry or the like. 


Special attention of the House Committee on Appropriations and 
on Armed Services is invited to the information set forth in this report 
with respect to contracting for personnel training which normally 
should be performed by the Government itself. 











Part IL—SUMMARY OF AMERICAN INSTITUTE FOR 
RESEARCH TRAINING CONTRACT 


As a result of criticism of the administration of the mutual assistance 
program and of the assistance furnished various countries, the Assist- 
ant Secretary of Defense (ISA), decided in October 1957 that a 
school should be opened to better orient military personnel in the 
duties involved in assignments to military assistance and advisory 
groups. 

The Army, Navy, and Air Force were unwilling to establish and 
operate the school, although thousands of military personnel, now 
assigned to other duty, had gained valuable experience on tours of 
military assistance duty. 

The Department of Defense employed a retired Army brigadier 
general as a $50 a day consultant to plan and organize the school. 
‘The general continued also to receive his $6,000 annual retired pay. 

The general solicited bids, negotiated with the four bidders, and 
submitted certain proposals (see p. 9, pt. [IV of this report). Two 
cost-plus contracts were awarded to the American Institute for 
Research, which he had recommended—one for setting up and one 
for operating the school. Estimated cost of the first contract was 
$297,800, with a maximum of $327,580. The contractor was paid 
$274,137 under this contract, including a $16,000 fee and $24,884 for 
overhead. ‘The second contract, ending June 30, 1959, is for $333,115, 
including a $17,726 fee, and may be renewed four times. 

The retired brigadier general-consultant became the full-time 
salaried director of the school. The school staff consists of 13 retired 
military officers and 1 other professional member, and 20 clerical 
members. Each retired officer draws both military retired pay and 
a salary from the contractor, all at direct Government expense, the 
total averaging approximately $17,000 per officer. 

The school is located in the Arlington Towers Apartments, near the 
Pentagon, in plush quarters for which the Government expended 
$90,000 to renovate. 

In the judgment of the committee, Government operation of the 
school, rather than this contract, would have resulted in substantial 
savings. Government salaries for staff would have been $33,000 a 
year less than the present arrangement. ‘There would have been no 
payment of the $34,000 fee and nearly $25,000 for overhead already 
given the contractor. The contractor’s ‘“luxury-size” teaching staff 
would have been replaced by a smaller, but equally effective, staff of 
Government personnel. 

5 











Part I11—BACKGROUND OF THE MILITARY ASSISTANCE 
INSTITUTE 


Deficiencies in operation of mutual assistance program require urgent 
action 

By the latter part of 1956, criticism of the mutual assistance program 
(MAP), both from within and without the Department of Defense, 
had reached the point where apparently it was decided that something 
had to be done about this costly and complex program. Criticism 
was directed to both the administration of the program and the 
assistance furnished foreign countries. 

After consideration of the most likely means of improving oper- 
ations, the Assistant Secretary of Defense on October 10, 1957, in 
memorandum for the Secretaries of the military departments, the 
Assistant Secretary of Defense (ISA), and the Chairman, Joint 
Chiefs of Staff, directed the establishment of a training course for the 
improvement of military assistance operations overseas through 
better orientation of Military Assistance and Advisory Group 
(MAAG) personnel. 

In testifying before the House Committee on Foreign Affairs at 
hearings on H.R. 12181, 85th Congress, the Assistant Secretary of 
Defense for International Security Affairs (ASD/ISA), on February 
20, 1958, said, “In recognition of the requirement for special qualifi- 
cations, we have recently established a school to train officers and 
men for this demanding duty.” ? However, at that time the school 
was only in the planning stages and was not actually to become 
operative for 7 months. When finally established, it was limited to 
officers. 


Disagreements on policy 

The decision that a school should be operated to train officers for 
this particular type of duty immediately involved problems. The 
Office of the Secretary of Defense, not being an “operating agency,” 
could not handle it, the Navy and the Air Force did not want the 
responsibility, and there was a division of opinion within the Army 
as to its necessity. The Office of the Secretary of Defense ultimately 
decided that such a school should be established under the jurisdiction 
of the Department of the Army. 


Military establishments unable to provide space for school 

In the initial stages of consideration of the school, the three military 
departments were circularized as to their capability to operate and to 
house the school. 

With respect to the matter of space, the Army reported that it 
could handle the school at nearby Fort Belvoir at an initial cost of 
about one-half million dollars for rehabilitation of the necessary build- 

2 P, 92, hearings before the House Foreign Affairs Committee, 85th Cong., 2d sess., H.R. 12181. 
8 Letter by Under Secretary of Army Finucane, dated Aug. 2, 1957. 
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ings. The Navy reported that it had no capability for providing the 
school except at Quantico, in which event over $1 million and 2 years 
would be needed for construction of facilities. The Air Force reported 
that it could not handle the program. 

It is to be observed that these reports indicate that space for the 
school could not be found in the Pentagon or other Defense properties 
in Washington—notwithstanding a Department of Defense reduction 
in force of about 12,000 personnel during 1957-58 in the Washington 
area. 

Col. James L. Kaiser, in testifying before the Manpower Utilization 
Subcommittee with respect to securing space for the school, stated: 


I have a statement from our space acquisition people * * *, 
The statement reads as follows: ‘““General Newton, director 
of the Military Assistance Institute, stated in a recent meet- 
ing that prior to establishment of the MAAG school in 
Arlington Towers building he contacted Acquisition and 
Disposal Division, Public Buildings Service, concerning the 
availability of Government space. He was informed at that 
time that space was critical, and General Services Adminis- 
tration was then in the process of renting space for agencies 
serviced by them. * * *” 4 
The record does not support this statement. The Administrator, 
General Services Administration, on March 17, 1959, advised the 
subcommittee, in pertinent part, as follows: 


The Department of Defense has not requested General 
Services Administration to provide space specifically for 
establishing a training facility in the Washington, D.C 
metropolitan area during the past year. The only requests 
for space which we have had from this Department have been 
for general-purpose office use and for storage. 


The record does not show that further effort was made to locate 
space for the school in either a military or a civilian establishment in 
the Washington area. 

Retired officer hired as consultant to organize school 

In order to get the school started, a retired brigadier general of the 
U.S. Army was selected from a list of qualified personnel and put on 
the Defense Department payroll on January 13, 1958, as a $50 per 
day consultant. He continued in this capacity until he became the 
director of the new school. The general was then receiving, and has 
continued to receive, retirement pay of slightly more than $6,000 
annually, in addition to a salary from the contractor which ultimately 
is paid by the Government through reimbursement of the contractor’s 
costs. 

Inadequate consideration of costs and failure to use experienced active- 
duty personnel 

Somewhere in the formative stage, it was decided that the school 
could be operated more economic -ally by a contractor than by the 
Government. However, nothing has been produced to support this 
view. Comparative costs between “inhouse” operation by the De- 


4 Page 83, hearings, Military Assistance Institute by the Manpower Utilization Subcommittee, House 
Committee on Post Office and Civil Service. 
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fense Department and cost-plus-contractor operation are indicated in 
detail in part V, p. 14, of this report. 

An equally surprising decision concerned the inability or unwilling- 
ness of the Military Establishments to operate the school and to 
assign active duty officers with recent MAAG experience to the school. 
The Under Secretary of the Army, in testifying with respect to this 
school, made the following statement: ® 


* * * TI do not think we could operate it as cheaply with 
the limited personnel we have. I doubt we would have the 
personnel to even staff it, * * *. 


A prepared statement, submitted by the Director, Office of Pro- 
graming and Control, Office of Assistant Secretary of Defense (Inter- 
national Security Affairs), includes the following: 


One of the major problems in operating this school is the 
availability of qualified personnel. There are practically no 
civilians with direct experience in MAAG’s or in overseas 
operation of the military assistance program. There is no 
specialized military career field for el assistance or any 
related program which would furnish specialists in this area 
Normally, repeated or extended assignments are not made to 
the military assistance program. Thus, the principal source 
of qualified personnel is retired officers who have recent 
qualifying duty. Such personnel are not readily available 
for Government employment but can be employed by the 
private contractor.® 


In the judgment of the committee, such statements cannot be 
reconciled with the fact that thousands of military personnel have 
served on MAAG duties during the preceding 10 years. The decision 
with respect to this school appears to be tantamount to an admission 
that the Military Establishments are inflexible and inefficient to the 
extent that military personnel who have become experienced and 
proficient in this work may not again be assigned to it simply because 
they already have served one tour of duty. Nor has there been any 
evidence that serious consideration was given to recall to active duty 
of the retired personnel who later were selected to operate the schsdl, 

5 See p. 120, Manpower Utilization Subcommittee public hearings, Dec. 1-5, 1958, 


*P. 64, hearings, Military Assistance Institute, by the Manpower Utilization Subcommittee, House 
Committee on Post Office and Civil Service, 
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Part IV.—ESTABLISHMENT OF THE SCHOOL 


Nonmilitary organization designated to train military personnel in a 
military function 

The decision to establish and operate such a school for the training 
of military personnel, later to be called the Military Assistance In- 
stitute (MAI), was formalized by Department of Defense (DOD), 
Instruction No. 2110.25, dated Fattiare 20, 1958. This instruction 
stated that ‘The course will be conducted by a qualified public or 
private institution on a contractual basis.” 

Thus, the effect of the decision was to turn over to a nonmilitary 
organization one of the basic missions of our Armed Forces, that is, 
the training of military personnel for military duties. 


Negotiations leading to selection of contractor not accomplished in 
customary manner 


Negotiations were conducted with the Department of State to 
ascertain whether or not the Foreign Service Institute could under- 
take operation of the school for M XAG officers. The State Depart- 
ment indicated ability to handle certain phases of the courses to be 
given MAAG oflicers but, since this was not fully responsive to the 
needs and was somewhat out of line costwise with Pentagon estimates, 
the matter was not pursued further.’ 

Invitations to bid then were sent to six universities and three 
research organizations that were considered to be qualified to both 
organize and operate the school. ‘Two universities and two research 
organizations responded, each with two bids, one for establishing the 
school (space, fixtures, library, curriculum, and detail instruction 
plans) and the other for operating the school. 

Negotiations with the bidders were conducted by the retired general 
(the consultant), who stated, in a memorandum to the Director, 
Organization and Training, U.S. Army, dated April 23, 1958, that he 
visited each of the interested organizations several times to discuss 
various phases of the school operation. ‘This was a departure from 
the normal procedure wherein the contracting officer usually par- 
ticipates in, or conducts, negotiations with the contractors. In this 

“ase, the contracting officer apparently did not participate until he 
received instructions to execute the contract. 


Department of Defense evaluation of bids not thorough 
When testifying before the Manpower Utilization Subcommittee, 
the general said: 


Between April 17 and 21, I submitted all four proposals, 
without any recommendation, to Dr. Allen, DCS/OPS, for 
review and recommendation to the OASD (ISA).® 

7Letter of Feb. 28, 1958, from Director, Foreign Services Institute, Department of State, to Deputy 
Assistant Secretary of Defense (ISA). 


§P. 73, hearings, Military Assistance Institute, by the Manpower Utilization Subcommittee, House 
Committee on Post Office and C.vil Service 
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The record shows otherwise. His memorandum, dated April 23, 
1958, “‘Proposals on the MAAG school,” to the Director, Organization 
and Training, contains the following comments and recommendations: 

* * * * * * * 

7. In further analysis of the institutions submitting proposals I offer the 
following comments: 

(a) The American University.—This university is located in Washington and 
will open its new School of International Service in September of this year. The 
university is thoroughly competent to undertake this program and has a broad 
background of academic experience. Its personnel, however, are familiar only 
in a general way with the operation of the military assistance program. 

(b) University of Pittsburgh.—This university is located in Pittsburgh; however, 
maintains a small local office. The Graduate School of Public and International 
Affairs is a new venture, and the establishment, therefore, is a monumental task. 
While Dean Stone has had considerable experience in government and interna- 
tional affairs, I feel that his time would be largely absorbed in the organization 
and operation of the graduate school. The question of “‘remote control’ is a 
factor of some importance in considering this proposal. 

(c) Harbridge House.—This research institution has a fine background in 
Government service. Its efforts, however, have been primarily in the field of 
management. They have a local office, but only for the purpose of receiving calls, 
making appointments, etc. Although they propose to set up a separate corpora- 
tion in Washington for the administration of the school, the principals of the 
organization will be located at Cambridge, Mass. 

(d) American Institute of Research —This research institution has its personnel 
equally divided between Pittsburgh and Washington, with key administrative 
personnel in both cities. Of the four agencies considered, this agency is the only 
one with extensive knowledge and experience in the operations of the military 
assistance program and the MAAG’s. Their Washington office is organized and 
staffed to support the school in any phase of its operation. 

After detailed study of the proposals, I reeommend that the contract be placed 
with the American Institute of Research. This recommendation is based upon 
the following considerations: 

(a) The organization appears to be fully competent to undertake the contract. 

(b) They have a well-equipped office and sufficient staff located in the Wash- 
ngton area to provide any support that may be required. 

(c) It is the only organization with experience in the intricate details of MAAG 
operations. In this connection, they have just completed a rather involved study 
of our operations in Taiwan, Vietnam, and Pakistan. The three staff members 
who went to those countries and conducted the surveys are now on the staff of 
the Washington office. Their individual experience and research in this highly 
specialized field will be of distinct value to the school. 

(d) They propose to place the operation of the school in the hands of the 
director, and support him fully in the conduct of the school. 

8. In arriving at this recommendation, I have not been influenced to any great 
degree by the amount set forth as a management fee in the various proposals. 
However, the fee proposed by the American Institute of Research compares most 
favorably with all other bidders and, in my opinion, is sufficient in view of the 
scope of the operation. 

9. In considering all factors, I would place the remaining bidders in the follow- 
ing order of desirability for award of the contract: Harbridge House; the American 
University; the University of Pittsburgh. 


Under date of April 24, 1958, the Director of Organization and 
Training, ODCSOPS, submitted a memorandum to the Deputy Chief 
of Staff for Military Operations, U.S. Army, concurring in and repeat- 
ing the general’s recommendations. 

The following comments appear pertinent with respect to the gen- 
eral’s recommendations: 

(a) Nothing has been produced to show that all four bidders were 
not fully competent to take the contract. 

(b) Although the American Institute for Research may have had 
“sufficient staff located in the Washington area to provide any support 
that may be required,’’ none of the institute’s staff was employed by 
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the school. Nor is there reason to believe that the other bidders 
would not have provided equal support. 

(c) The American Institute for Research is alleged to have been the 
only bidder with experience in MAAG operations. Although three of 
the AIR staff recently had been engaged on a classified study in the 
Far East, there is no evidence that AIR staff was better qualified to 
conduct the MAAG school, by reason of this assignment, than were 
many other professional, educational, and research groups. Further, 
these three men are not on the staff of the Military Assistance Institute. 

(2) The bid of the American Institute for Research proposed to 
place the operation of the school in the hands of the director and to 
fully support him. This does not appear to justify any material 
consideration in evaluating bids, since undoubtedly each of the four 
bidders would have supported their director. Moreover, question 
arises as to advance knowledge of the identity of the individual who 
was to be the director. Evidently the identity of the director was 
known at the time of bidding. Under date of April 10, 1958, in a 
letter to the Office of the Assistant Secretary of Defense (ISA), the 
president of Harbridge House, one of the bidders, stated: “Since it is 
understood that Brig. Gen. Henry C. Newton, U.S. Army (retired), 
will be director of the proposed MAAG school, * * *.” This is the 
retired general who was hired as consultant and handled the negotia- 
tions. From this statement, it would appear obvious that the general 
either so stated or left this impression while negotiating with the 
bidders. 

Apparently the general’s discussions and the analysis of bids by the 
Department of Defense were not entirely effective insofar as price was 
concerned, since nothing has been made available that would show 
that the bid of the University of Pittsburgh (UP) was given serious 
consideration, it being in many ways comparable to or lower than that 
of AIR. 

To organize and establish the school, the bid of the University of 
Pittsburgh was approximately $1,500 higher than that of the American 
Institute for Research, but it included an item of $108,000 for rent 
whereas that of AIR showed $91,000 for rent. Since the Defense 
Department consultant had obtained a commitment for quarters from 
Arlington Towers Apartments, the same rent would apply to any 
successful bidder. In view thereof, the net effect of the bid of Uni- 
versity of Pittsburgh was actually lower than that of AIR. 

The bid of the University of Pittsburgh covering operation of the 
school was $19,000 higher than that of AIR. But, here again, the 
difference in rent would have made the net cost to the Government of 
the bid of the University of Pittsburgh comparable to that of AIR, 
and its total bid would have been the lowest. Nothing has been 
found to show that the University of Pittsburgh was otherwise less 
qualified than AIR. 


Award of contract to American Institute for Research 

The American Institute for Research (AIR) was considered to be 
low bidder on both sections of the bid and was awarded the contracts— 
partly on this basis; partly on the basis that it had knowledge of, and 
experience in, operations of the military assistance program and the 
MAAG’s; and partly on overall ability to handle the job. 
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On June 5, 1958, a formal contract was executed between the 
Department of the Army, Defense Supply Service, Washington, and 
AIR. This contract covered preparation and development of school 
facilities and a program of instruction with detailed lesson plans, and 
provided for reimbursement of costs and a fixed fee at a minimum of 
$297,800, but with a maximum of $327,580. Payments under this 
contract, when completed, totaled $274,136.60, including a fee of 
$16,000. 

On August 28, 1958, a second contract was executed, covering opera- 
tion of the school during the fiscal year 1959, for the training of 
personnel of the Department of Defense assigned to MAAG duties. 
This contract provides for reimbursement of costs, estimated at 
$333,115, includes a fee of $17,723, and is subject to four renewals, 





Part V.—OPERATION OF THE SCHOOL 


Plush quarters established for school 


After award of the first contract, the American Institute for Re- 
search rented some 15,000 square feet of space in Arlington Towers, 
and hired a staff. 

At a cost to the Government of $90,000, plush quarters were set 
up in this apartment building for the classrooms, an auditorium, a 
library, lounges, and other rooms needed for the school. 

The spacious and well-appointed quarters of the school are not just 
first class; they can be more appropriately described as luxurious. 
Few if any other schools in the country, private or public, are better 
equipped. Especially appealing are the coffee bar and the lounging 
area. 


Retired military officers hired to set up and operate the school 


The American Institute for Research hired a staff of 34, including 
13 retired military officers who then were receiving, and continued to 
receive retirement pay from the Government totaling in excess of 
$80,000 a year. In fact, four of the officers went on the retirement 
rolls within 60 days of their employment by the American Institute 
for Research. 

The retired officers constituted the professional staff (except for 
one position) and none of the staff, professional or otherwise, had 
been associated previously with AIR. 


American Institute of Research staff lacks MAAG background 


In appraising the four bids received, the general, while a consultant 
for the Department of Defense, stated in a memorandum to the Direc- 
tor, Organization and Training, Department of Army, dated April 
23, 1958: “Of the four agencies considered, this agency is the only one 
with extensive knowledge and experience in the operations of the 
military assistance program and the MAAG’s.” This statement was 
based on the fact that certain AIR personnel had made a classified 
study in three countries in Asia, lasting for from 2 to 3 months, the 
details of which have not been made known to the committee. 

Despite this alleged knowledge of the military assistance program, 
none of the AIR personnel concerned are being used in the daily opera- 
tion of the school. 

The situation is made worse by the fact that relatively few of the 
retired military officers, who were hired to operate a program for 
instruction of military officers newly assigned to MAAG duties, have 
had either prior instruction experience or MAAG duty. With respect 
to those who have served on MAAG duty, there is also doubt as to 
the recency of the service. 

In view of the fact that many of the school’s lecturers are supplied 
by various Government departments and agencies (Defense, State, 
International Cooperation Administration, Federal Bureau of In- 
vestigation, etc.) and by representatives of the various embassies, a 
further question might arise as to the performance of the AIR staff. 
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Circumvention of dual-pay statutes * 

The retired military officers constituting the MAI professional staff 
continued to draw full retirement benefits from the Government 
while receiving compensation from AIR for operating a Government 
school under a cost-plus contract with the Government. The tabula- 
tion below presents the combined salaries accuring to each such officer 
under this arrangement. 



















Rank Position Retired AIR pay Total 
pay 

Brigadier general, USAR (retired). | a a ee $6, 027 $14, 500 $20, 527 
Brigadier general, USA (retired) -...-- Director of instruction. _.... 9, 227 10, 000 19, 227 
Colonel, USAF (retired). .......-...-- | Director of administration _ - 5, 953 10, 000 15, 953 
Lieutenant colonel, AUS (retired)....| Operations officer... _aiee 5,112 9, 000 14, 112 
Colonel, USAR (retired).-.......-.-- | Coordinator of research - - .-- 8, 858 9, 000 17, 858 
TT BO eae). eee 7, 556 8, 000 15, 556 
CE, GIG. o-oo cccecceenipscae G24 Sidcdodtsnnee: : 8, 000 8, 000 
Major general, USA (retired) _- do 10, 269 8, 000 18, 269 
2d lieutenant, USAR (retired) .do 2, 292 8, 000 10, 292 
Colonel, USA (retired) -.....-- Ota bd te 7, 319 8, 000 15, 319 

eee i" cee SE EEE Ee A 7. 500 8, 000 15. 500 
Captain, USN (retired).............. Administrative officer....... 8, 865 6, 000 14, 865 
Lieutenant colonel, USAR (retired)..| Library assistant........-..-- 5, 115 4, 200 9, 315 


Four of the above officers retired between June | and July 1, 1958. 
Although three of these retirements were mandatory, they were just 
in time to enable the officers concerned to transfer to the AIR staff. 
In the other case a lieutenant colonel who, while on active duty, assisted 
the general in organizing the school retired voluntarily. 

By working for a private contractor these retired officers were able 
legally to circumvent the restrictions on dual compensation. 

Thus, it appears that the general and his assistant, the lieutenant 
colonel on active duty, who bore the responsibility of looking after the 
Government’s interests, were able to further their own interests by 
obtaining civilian positions on the school staff, thereby supplementing 
their military retirement pay. 
$40,000 paid to AIP for few services 

The staff set about acquiring a library and equipment and prepar- 
ing the detailed plan of instruction. For this work, Alh received a 
total of $40,883.72 above its direct costs, representing a portion of 
AIR overhead to the extent of $24,883.72 and a fee of $16,000. 

Aside from the fact that AIR financed the operation for a period of 
from 30 to 60 days (the Government reimbursed AIR regularly), ren- 
dered part-time assistance by two members of its professional staff, 
and provided an undetermined amount of supervision by two of its 
officials, it is rather difficult to see how this sum of $40,883.72 was 
earned. 

The general was hired in January 1958 by the Defense Department 
as consultant, for the specific purpose of getting the school started, 
which included space, staff, and curriculum. 

The “Contract Factors for the Proposed Military Assistance Pro- 

ram Orientation and Training Course” which was sent out with the 
invitation to bid included the statement, “A survey of acceptable 
8The subcommittee requested the Civil Service Commission to prepare a statement on the employment 


oft retired military personnel in civilian positions in the Federal Government, This statement is found 
in the appendix of the report. pp. 19-20. 
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space has been made and information relative thereto will be provided 
to the contractor upon request.” And, on May 2, 1958, the general 
manager of Arlington Towers wrote to the general and confirmed the 
terms of a lease covering the approximately 15,000 square feet for the 
school. Thus, it would appear that the location and layout of the 
school were agreed upon at least 1 month before the contract was 
awarded to AIR. 

With respect to the professional staff, the general had prepared, as 
one of his duties while a consultant for the Government, a list of 
retired military personnel who were considered to be qualified and who 
were available to staff the school. Apparently, AIR’s only function 
here was to go through the formality of putting them on the AIR 
payroll. 

Even the preparation of the detailed lesson plans did not impose any 
great burden on AIR, since the curriculum had been established as 
early as February 20, 1958, when it was outlined in hearings on the 
Mutual Security Act,’® and again in the data sent out with the 
invitation to bid. 

The contribution of the AIR professional staff in this endeavor of 
establishing the school was relatively minor since a Navy detailed 
audit of expenditures under the contract disclosed that two members 
of the AIR staff worked on the MAI only part time." These two 
staff members devoted 45 percent of their time to the school during 
June 1958. One devoted 76 percent of his time, and the other 22.7 
percent of his time, in July 1958. One devoted 51.1 percent of his 
time, and the other none of his time, in August 1958. 


10 P. 100, hearings before House Foreign Affairs Committee, S5th Cong., 2d sess., on H.R. 12181. 
" Officer in Charge, U.S. Navy Area Audit Office, Philadelphia, Pa., to Deputy Director, Defense Supply 
Service, Washington, D.C., Jan. 12, 1959. 


59014°-—-59 H. Rept., 86-1, vol. 4 58 
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Further illustration of the work done by the general while working 
as consultant, and for which ALR now claims credit plus overhead 
and fee totaling over $40,000, is set out in the prepared statements of 
the general and the president of ALR, as follows: 


Responsibilities of the general, as Responsibilities of AIR ® 
consultant " 


Study dossiers of available retired Selection and employment of staff. 
officers and civilian personnel 
who are qualified, and prepare a 
list thereof for screening and 
employment by contractor. if he 
so desired, 
Develop a proposed layout for the Selection and leasing of suitable 
school plant, and determine — space. 
space requirements. 
Study the requirements for furni- Procurement of furniture, library, 
ture, library, ete. etc. 
Develop a suitable packet of in- 
instructional material to be for- 
warded to each student prior to 
enrollment. 
Develop a suitable program of Development of detailed program 
instruction for the course. of instruction. 
Coordinate with Army, Navy, and 
Air Force the student load. 
Complete list of organizations in- 
terested in the project. 
Coordinate activities within the 
Department. 
Performance of administrative and 
accounting functions. 
Development of specific plans for 
research, etc. 


With respect to the second contract (for operating the school), AIR’s 
contribution is equally questionable, and apparently consists of furn- 
ishing an undetermined amount of supervision and paying bills for 
which it is reimbursed by the Government within a relatively short 
time. For this AIR receives an annual fee in excess of $17,700 and 
reimbursement of a portion of its overhead which, when audited, no 
doubt will run as high as it did under the first contract." 


Excessive cost compared with Government operation 


Department of Defense officials have estimated that contract oper- 
ation of the school has saved the Government approximately $85,000. 
The committee does not agree with that view an aA, on the contrary, is 
of the opinion that contract operation is far more expensive than 
Government operation would have been. 

3 P, 2, hearings, Military Assistance Institute, by the Manpower Utilization Subcommittee, House 


Committee on Post Office and Civil Service. 
3 P. 65, ibid. 


“Contract No. DA-49-083, OSA-2124 United States of America and American Institute for Research, 
dated Aug. 28, 1958. 
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The combined retirement and AIR salaries of the retired military 
staff exceed by approximately $33,000 the cost which would have been 
incurred for operation of the schoo] with active duty personnel. The 
first year fees of over $33,700 under the two contracts would have been 
saved through Government operation. The total overhead reimburse- 
ment to AIR ($24,000 under the first contract and an undetermined 
amount under the second contract) undoubtedly is far more than the 
overhead cost that would have been incurred under Government oper- 
ation. Salaries of clerical help and the cost of supplies, equipment, 
and materials would not vary materially under either system. Fur- 
ther, there is strong doubt that a 34-member staff would be required, 
under Government operation, to provide instruction for the average 
enrollment of 96 students of such high caliber. 


Lack of coordination between schools with similar interests 


Although the Military Assistance Institute, the Department of 
State Foreign Service Institute, and the International Cooperation 
Administration’s School of Advanced International Studies (Johns 
Hopkins University) have a number of mutual interests, inquiry 
developed the fact that AIR had made little or no attempt at co- 
ordination of effort, use of libraries, exchange of materials, ete., up 
to the time of a visit by a member of this committee to the school. 


Department of Defense can operate the Military Assistance Institute 


Evidently, questions raised during the subcommittee hearings have 
brought about a reconsideration of previous decisions and some 
changes of opinion. 

One official of the Office of the Assistant Secretary of Defense (ISA) 
stated: 


It would be wrong to say that it would be impossible for 
the Department of Defense, using active duty officers, to do 
it. The Department of Defense is capable of doing almost 
any job that they are given * * *,% 


Another official of the Office of the Secretary of Defense stated: 


My own opinion is that I would not want to take the posi- 
tion that it could not have been done within our own estab- 
lishment." 


The director of the school said: “I am now personally working on a 
scheme as to how this school could be staffed with active duty person- 
nel.’’"? He also said: “I may get shot for this, but I can run that 
school as an active duty school any time, using active duty personnel, 
providing they give me the people I want as instructors and do not 
yank them out every year and a half for another detail, which is the 
great problem we have at times.’”’* This statement by the director of 
the school evidences recognition of the inflexibility and inefficiency of 
the rule that has prevented the use of experienced officers in this work. 

In the light of the foregoing, little doubt remains that the Depart- 
ment of Defense has the ability to provide the school with experienced 
military personnel for professional duties. Certainly, the Department 


1s P, 85, hearings, Military Assistance Institute, by the Manpower Utilization Subcommittee, House 
Committee on Post Office and Civil Service. 

1% P, 43, ibid. 

# P, 95, ibid. 

4 P. 95, ibid. 
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also could meet the other staffing requirements, such as director of 
administration, coordinator of research, research associate, adminis- 
trative officer, librarian, and various clerical and stenographic posi- 
tions. 

In view thereof, the need for a contract operation is not apparent, 
either from a personnel or a dollar viewpoint. 








RESTRICTIONS ON EMPLOYMENT OF RetiRED MILITARY PERSONNEL IN FEDERAL 
CIVILIAN PosITIONs 


Following is a very general statement of the restrictions on employment of 
retired military personnel in Federal civilian positions. These restrictions result 
from the Dual Employment Act of 1894 (5 U.S.C. 62) and the Dual Compensation 
Act of 1932 (5 U.S.C. 59(a)). The basic laws along with numerous interpretations 
by the courts and the Comptroller Genera] and the many statutory exceptions 
for individual agencies are extremely complex. The statement below can serve 
to give only a very general understanding ot the major effects. 

(a) Regular officers: 

(1) Retired for disability incurred in combat with an enemy of the United 
States or caused by an instrumentality of war in time of war—no restriction. 

(2) Retired for disability (other than cases under 1)—subject to a $10,000 
limitation on combined retired and civilian pay. Where the combined retired 
and civilian pay exceeds $10,000, the retired pay is reduced by an amount neces- 
sary to comply with the limitation If the retired pay alone is $10,000 a year or 
more, the officer may elect to receive either the salary or the retired pay. 

(3) Retired for age or length of service—cannot hold a Federal position if 
either the retired pay or the salary of the civilian position is $2,500 a year or more. 
This restriction cannot be avoided by waiving the retired pay. Under present 
rates of civilian compensation and military retired pay, this limitation is a bar to 
employment in civilian positions. Retired officers elected to public office and those 
appointed by the President with the advice and consent of the Senate are excepted. 

(b) Reserve officers—no restriction. 

(c) Enlisted personnel (not including warrant officers)—no restriction. 





Duat EmpiLoyMEnNtT Act or 1894 (Unrrep States Cope, Tite 5) 
§ 62. HOLDING OTHER LUCRATIVE OFFICE 


No person who holds an office the salary or annual compensation attached to 
which amounts to the sum of two thousand five hundred dollars shall be appointed 
to or hold any other office to which compensation is attached unless specially 
authorized thereto by daw; but this shall not apply to retired officers of the Army, 
Navy, Air Force, Marine Corps, or Coast Guard whenever they may be elected 
to public office or whenever the President shall appoint them to office by and with 
the advice and consent of the Senate. Retired enlisted men of the Army, Navy, 
Air Force, Marine Corps, or Coast Guard retired for any cause, and retired officers 
of the Army, Navy, Air Force, Marine Corps, or Coast Guard who have been 
retired for injuries received in battle or for injuries or incapacity incurred in line 
of duty shall not, within the meaning of this section, be construed to hold or to 
have held an office during such retirement. 

(July 13, 1894, ch. 174, § 2, 28 Stat 205; May 31, 1924, ch. 214, 43 Stat 245; 
July 30, 1937, ch. 545, § 6, 50 Stat 549; June 25, 1938, ch. 694, 52 Stat 1194; 
July 26, 1947, ch. 348, title II, § 207(a), (f), 61 Stat 502.) 


Dvuat Compensation Act or 1932 (UnttEp States Cope, Titte 5) 


§59a. Double salaries; limitation of amount of retired pay as commissioned 
officer in Army, Navy, Air Force, Marine Corps, Coast Guard, Coast 
and Geodetic Survey and Public Health Service. 

(a) After June 30, 1932, no person holding a civilian office or position, ap- 
pointive or elective, under the United States Government or the municipal gov- 
ernment of the District of Columbia or under any corporation, the majority of 
the stock of which is owned by the United States, shall be entitled, during the 
period of such incumbency, to retired pay from the United States for or on account 
of services as a commissioned officer in the Army of the United States, Navy, 
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Air Force, Marine Corps, Coast Guard, Coast and Geodetic Survey, and Public 
Health Service, at a rate in excess of an amount which when combined with the 
annual rate of compensation from such civilian office or position, makes the total 
rate from both sources more than $10,000 and when the retired pay amounts to 
or exceeds the rate of $10,000 per annum such person shall be entitled to the pay 
of the civilian office or position or the retired pay, whichever he may elect. As 
used in this section, the term “retired pay’’ shall be construed to include credits 
for all service that lawfully may enter into the computation thereof. 

(b) This section shall not apply to any person whose retired pay, plus civilian 
pay, amounts to less than $10,000: Provided, That this section shall not apply to 
any regular or emergency commissioned officer retired for disability (1) incurred 
in combat with an enemy of the United States, or (2) caused by an instrumentality 
of war and incurred in line of duty during a period of war (as that term is used in 
Chapter 11 of title 38, United States Code). (As amended Feb. 20, 1954, ch. 13, 
§ 1, 68 Stat. 18 Aug. 4, 1955, ch. 561, § 2, 69 Stat. 498 June 17, 1957, Pub. L. 
85-56, title XXII, § 2201 (11), 71 Stat. 158 Sept. 2, 1958, Pub. L. 85-857, 72 
Stat. 1264, § 13(d).) O 





